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INSTRUCTIONS: 
1. This paper consists of TWELVE pages. If your paper does not contain all the pages, 
please put up your hand so that a replacement paper can be handed to you. 
2. Answer all the questions. 
3. Answer each question on a separate folio. Please refer to the paper for the correct 
colour. 
4. Calculate the time that you should spend on each question by multiplying the number of 
marks for each question by 1,5 to determine the time, in minutes, available for each 
question. Adhere to these time constraints in order to finish the paper in the given time. 
5. Delete all (even single open lines) open spaces on your answer sheets with pen. Pages 
on your answer sheets that contain open spaces will be marked as such and those pages 
will not be eligible for a remark. 
6. No tippex or pencil may be used on your answer sheets. Pages on your answer sheets 
that contain pencil or tippex will be marked as such and will not be eligible for a remark. 
7. All the examination regulations of UJ and the policy document for students of the 
Department of Accounting will apply during this assessment. 
8. Keep this paper for your record purposes. 
9. The neatness, disclosure and presentation of your answers will be taken into account 
when marking your paper. 
10. Read questions carefully, if you need to provide explanations you should always use full   
sentences, refrain from simply naming facts. 
2 
 
QUESTION 1         (70 MARKS) 
You are the external auditor at the Two Cousins Wine Estate Ltd (hereafter TCWE), a large 
wine farm and distillery in the Franschoek district in the Western Cape. TCWE is listed on 
the Johannesburg Stock Exchange under the beverage sector of the consumer goods index. 
You have been involved in the audit for the past 3 years and you are quite familiar with the 
client’s business model and the industry in which they operate.  
TCWE has always performed very well and met customer demand, however they have been 
struggling to stay abreast of their customers’ needs and wants during the current financial 
year. 
Unfortunately the return of the recession hasn’t helped the company’s situation either. It has 
had a significant impact on the manufacturing and distribution of TCWE’s wines. In order to 
free up funds to ensure that the operations don’t collapse, 30 factory members in the bottling 
division have been retrenched and five sales consultants have been placed on unpaid leave 
for 6 months. They were told by the Chief Executive Officer: “when things get more stable, 
you may return and take up your positions”. Part of the financial strain experienced by the 
business is due to customers (such a wholesalers and restaurants) who are unable to settle 
their outstanding debt.  
This has caused a large amount of dissent in the business and as a result the board of 
directors called an emergency meeting with management. The main item on the agenda for 
this meeting is a discussion on the financial strain currently experienced by TCWE. The 
severity of this strain only came to the board’s attention when the Chief Financial Officer 
mentioned that there are two pending law suits against TCWE. One suit was raised by the 
Government as a result of TCWE not paying tax due to SARS for the last 12 months and the 
second was raised by their major suppliers of bottle cork in China, who is “tired of waiting for 
payment”. At the time of this meeting the R/$ exchange rate was not favourable to TCWE 
and the Reserve Bank was discussing the potential increase of interest rates. 
The company secretary suggested that the issues mentioned above be properly discussed 
and minuted at the risk committee meeting later in the month and asked you as the external 
auditors to join this specific risk committee meeting. 
Furthermore you have identified fixed assets as a material balance to be audited and work 
documented to date is available on WP 100. 
There has also been some changes that were made to the inventory capturing system 
during the year and you have investigated these changes and the processes followed as 
part of planning your audit approach for inventory. 
You have documented the work conducted in the following working papers: 
Work Paper 
Reference 
Work Paper Description Page 
WP 100 Substantive Procedures on Fixed Asset Balance 3 
WP 200 Description of system conversion conducted on the inventory 
module during the year 
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Client: Two Cousins Wine Estate 
Ltd 
Period end: 30 June 2014 
WP 100 
Prepared by: D Mare Date: 10 October 2014 
Reviewed by:  Date:  
Substantive Procedures on Fixed Assets 
 
Description Note R’000 
Opening Balance 1 July 2013 
 
Note 1 10 200 
Add: Additions 
Only one addition was made which was the 
purchase of a distiller pot. This Pot was 
manufactured and imported from Italy. The amount 
includes import duties as well as transportation cost 
to TCWE. 
Note 2 5 600 
Less: Disposals 
 
Note 3 (1 400) 
Less: Depreciation 
 
Note 4 (550) 
Less: Impairments 
 
Note 4 (230) 
Closing Balance 30 June 2014 
 
Note 5 13 620 
 
Note 1: Agreed the opening balance to the prior year working papers and AFS. 
Note 2: Inspected the board minutes and capital expenditure budget for the appropriate authority and 
correct purchase price of R 5 600 000.  
Note 3: Inspected the board minutes for the appropriate authority, authorising disposal of assets. 
Note 4: Enquire from management regarding the basis of calculation of depreciation and impairment 
amounts. All calculations seemed reasonable. 
Note 5: Re-performed the mathematical accuracy of the schedule. No exceptions were noted. 
 
General substantive procedures already performed: 
1. Agreed the opening balance to the prior year closing balance to ensure the balance was 
carried over correctly. 
2. Agreed the details as per the schedule to the fixed asset register. 
3. Agreed the total of the schedule to the General Ledger, Trial Balance and AFS. 
4. Performed analytical review procedures on the movement and balances of the fixed asset 
account. 
5. Obtained a management representation letter for all additions, disposals and other calculations 
relating to fixed assets. 
6. Considered the use of an expert to assist with the audit of fixed asset balance. It was not 
deemed necessary as we had the required expertise and resources available. 
 
 
4 
 
Client: Two Cousins Wine Estate  
Ltd 
Period end: 30 June 2014 
WP 200 
Prepared by: D Mare Date: 15 October 2014 
Reviewed by:  Date:  
DESCRIPTION OF THE INVENTORY MANAGEMENT SYSTEM: 
TCWE’s head office and central warehouse are situated in Franschoek, with various retail stores 
across South Africa. The inventory requirements of retail stores are met through transfers of the wines 
in cases of 12 bottles each from the company’s central warehouse. 
In the beginning of the current reporting period, TCWE has changed their manual inventory system to 
a fully computerised inventory system to enhance the effective management of inventory transfer 
between the central warehouse and retail stores. The new system was purchased from a reliable 
supplier who has been selling these inventory management systems for a number of years. The 
system was thoroughly tested by TCWE in the current year and all employees of TCWE had been 
trained to use the system. Since the implementation of the system no problems have been 
experienced. 
Once a week, each retail store manager captures requests for inventory onto the inventory 
management system using his/her desktop computer which is linked to the company’s wide area 
network. 
All inventory data is automatically extracted from the inventory masterfile upon entering the product 
code. The quantities requested by the store manager are based on differences between the current 
inventory holding in the store and the store manager’s estimate of sales for the next week. 
At TCWE’s head office, the inventory manager must review the transfer requests before any 
processing thereof can take place. On entering the “authorisation of transfer” module, all pending 
requests for transfer are displayed. If the request is rejected or the quantity amended, a reason is 
provided by the inventory manager completing a “reason” text box. 
 
Staff involved with processing inventory transfers are: 
• The staff in the warehouse  who make up the inventory lots to fill the transfer requests; 
• The couriers from TCWE head office who collect the inventory lots from the warehouse dispatch 
bay for transfer to the retail store; 
• The dispatch supervisor, who is responsible for the inventory lots until collected by the TCWE 
head office couriers; and 
• The operations manager, who monitors the effectiveness and efficiency of the system. 
 
All movements of inventory is tracked using a scanning system which requires input of the unique bar 
code of each case of 12 wine bottles and the bar code on the staff card of the employee who takes 
responsibility for the inventory items. Inventory is picked from the warehouse and sent to the dispatch 
bay where it awaits delivery, from where the goods are then delivered to the retail stores by the TCWE 
couriers. 
 
Sound controls have been implemented to ensure the integrity of message transmission across the 
wide area network. 
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QUESTION 1 
 
TO BE ANSWERED IN A SEPARATE ANSWER BOOK  
 
YOU ARE REQUIRED TO: 
 
 
MARKS 
 
(a) 
 
 
With reference to WP 100, describe the further substantive audit 
procedures that the audit clerk should perform in order to obtain 
satisfaction that the fixed asset balance is fairly stated in the annual 
financial statements for the year ended 30 June 2014. 
 
 
(20) 
 
(b) 
 
With reference to WP 200, describe the application controls that 
should be in place in the inventory management system. Your 
answer should deal with the following functional areas within the 
system. 
 
(i) Initiation of requests for inventory   (7) 
(ii) Authorising of transfers   (4) 
(iii) Picking and Dispatching of inventory  (5) 
(iv) Supervisory checks    (2) 
(v) Masterfile amendments   (10) 
 
NOTE: The following controls must be excluded from your answer: 
 Controls dealing with out-of-stock situations 
 Controls over transmission of data across the wide area 
network 
 
 
(28) 
 
(c) 
 
 
Identify from the scenario the business risks that should be 
addressed at the upcoming risk meeting. Compile a suggested risk 
matrix to the risk committee that include the following areas. 
 
Type of Business 
Risk 
Risk Description Example of the risk 
that is pertinent for 
TCWE 
Example: 
 
Regulatory Risk 
 
There is a risk of 
non-compliance 
with JSE listing 
requirements. 
 
TCWE is listed on 
the JSE and would 
therefore have 
regulatory 
requirements to 
adhere to. 
 
 
(20) 
 
Communication skills – Clarity of expression 
Communication skills – Structure and layout 
 
 
(1) 
(1) 
 
 
TOTAL MARKS: QUESTION 1 
 
 
(70) 
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QUESTION 2              (75 MARKS) 
PART A (62 MARKS) 
You are the audit manager on the audit of Global Travel Ltd (hereafter GTL). A well-
established company in the entertainment industry with a 30 September period end. Your 
audit firm has been appointed as the external auditor of GTL for the 2014 period end. 
Company Background 
GTL was established in 1992 and has 10 branches in South Africa offering expert product 
and destination knowledge. At GTL they like to sell the difference, focusing on personal 
service, great advice and excellent value. They believe their knowledge and personal 
experience in the entertainment industry will add value to clients’ own experience. 
In addition to expertise in selling local, regional and international airfares, GTL have strong 
partnerships with key preferred travel suppliers worldwide, as well as the ability and 
expertise to package tailor-made breaks based on the client’s preference and budget. From 
hotel accommodation and resort packages, to coach tours, ski and cruises, GTL offers more 
than a travel consulting service. Foreign exchange, travel insurance and visa services are 
also provided.  
Your audit team has compiled the following work papers for the 2014 period end. These 
work papers must be reviewed by you as audit manager: 
 
Work Paper 
Reference 
Work Paper Description Page 
BB 1200 Statutory Concerns 7-8 
DD 1300 Purchase & Payment Cycle 9 
ZZ 1500 Post Audit Review Issues 10 
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Client: Global Travel Ltd Period end: 30 September 2014 
BB 1200/1 
 
Prepared by: R Nel Date: 10 October 2014 
Reviewed by:  Date:  
Statutory Concerns 
 
The following information has been obtained on the share capital of GTL as at 1 October 
2013 (not taken into account the resolutions below for the 2014 financial reporting period): 
Authorised Share Capital  250 000 shares 
Issued Share Capital 230 000 shares 
Share Capital Account Balance R 460 000  
 
The board of director of GTL consist of: 
Mr D Davids 
Mr L Mabaso 
Mrs H Naidoo 
Mrs S Muller 
 
The following e-mail was obtained from GTL’s company secretary: 
From: CompanySecretary@gtl.co.za 
Sent: Monday, 6 October 2014, 10:30 AM 
To: AuditSenior@professionalaudit.com 
Subject: Resolutions for 2014 Reporting Period 
Dear Audit Senior  
As requested below is a summary on the resolution taken during 2014 reporting period as 
requested: 
Resolution 1: 
The office complex of GTL (which represents 60% of GTL’s total assets) will be sold to SA 
Properties (Pty) Ltd for R 10 million, realising a profit on disposal of R 1.4 million. This 
building will be leased back from SA Properties (Pty) Ltd at market related rentals. 
Inspection of the memorandum of incorporation of SA Properties (Pty) Ltd revealed that the 
three shareholders of the company (Mr D Davids, Mrs Kruger and Miss Singh) each hold 
33⅓ of the shares.  
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Client: Global Travel Ltd Period end: 30 September 2014 
BB 1200/2 
 
Prepared by: R Nel Date: 10 October 2014 
Reviewed by:  Date:  
Statutory Concerns 
 
Resolution 2: 
Computer equipment is to be purchased from Electronic Suppliers (Pty) Ltd for R 1500 000. 
The purchase price will be settled by obtaining a loan of R 1375 000 from the company’s 
bankers, while 50 000 shares will be issued at their fair market value of R2.50 per share to 
settle the balance of the purchase price. 
Resolution 3: 
Mrs S Muller was requested to resign as director. She refused and was dismissed by the 
other directors. She will be paid an amount of R 250 000 to compensate her for the loss of 
office. 
Please contact me if you need any further assistance 
Kind regards 
Company Secretary GTL 
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Client: Global Travel Ltd Period end: 30 September 2014 
DD 1300/1 
Prepared by: R Nel Date: 15 October 2014 
Reviewed by:  Date:  
Purchase & Payment Cycle 
 
As part of the 2014 audit, the audit team have obtained an understanding of the accounting 
and internal control systems at GTL in order to assess control risk. The audit team have 
therefore obtained the following system description of the purchase and payment cycle at 
GTL: 
ORDERING OF GOODS 
 Budgets and a list of approved suppliers are prepared for all company supplies 
 These budgets are approved by the financial manager and then given to the buying 
manager at head office 
 The buying manger regularly telephones the suppliers to order the goods required in 
terms of the budget. 
 The buying manager keeps a record of all orders placed in an order scrapbook 
 If a branch runs short of supplies, the branch manager telephones the buying 
manager to report the shortage 
 The buying manager then phones all his suppliers until he can find one who will 
deliver the goods on the same day, in this way business at the branch is not 
interrupted 
RECEIPT OF GOODS 
 The branch manager is authorised to receive goods and sign the supplier’s delivery 
note as proof of delivery 
 Before signing the delivery note, the branch manager checks the quantity and quality 
of the goods and agrees the details thereof to the supplier’s delivery note 
 Damaged, broken or otherwise unsatisfactory goods are not accepted or signed for 
 The signed delivery notes are then forwarded to the head office creditors’ clerk 
RECORDING OF PURCHASE AND CREDITORS 
 The creditors’ clerk files all the delivery notes alphabetically by suppliers name 
 When the invoice from the supplier arrives, the creditors’ clerk matches the quantities 
per the relevant delivery note to those reflected on the invoice and sign the invoice as 
evidence of check 
 All invoices are sent to the head office accountant, who records allocation codes on 
each invoice. 
 The creditors’ clerk records the invoice in the purchase journal and files the invoices 
alphabetically by supplier name. 
 At the end of the month the creditors’ clerk summarises the purchase journal and 
post the transactions to the creditors’ ledger.  
 Upon receipt of the suppliers statement, the creditors’ clerk files the statement 
 The controls over the issuing and retention of unused stationary are satisfactory 
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Client: Global Travel Ltd Period end: 30 September 2014 
ZZ 1500 
 
Prepared by: R Nel Date: 29 October 2014 
Reviewed by:  Date:  
Post Audit Review Issues 
 
For your post audit review meeting for the 2014 reporting period end the following discussion 
points has been included on the agenda: 
Agenda for the Post Audit Review Meeting for the 2014 audit of GTL held on Wednesday  
29 October 2014 at Professional Audit offices at 10:00. 
Proposal 1: Audit Fees for 2014 audit 
The audit fee for the 2014 reporting period is approximately R 350 000 but has not yet been 
paid by GTL. To settle part of the account (R150 000), the company has offered to give your 
firm five all inclusive tour packages to Mauritius. The cost of a single tour packages to a 
member of the public is approximately R25 000. If your firm agrees to this, GTL will include a 
further two tour packages free of charge provided the packages are given to the audit 
manager and senior-in-charge of the audit team which carried out the audit of GTL. 
Proposal 2: Profitable Venture 
The sales manager of GTL has approach our audit firm with a proposal in an attempt to 
increase its sales. The proposal entitles that our firm supplies GTL with the following details 
of all their audit clients: 
 Staff members and contact numbers 
 Possible indication of income per staff member 
This information will be used by GTL to contact persons with the view to selling the clients 
tour packages which will fall within their income bracket. For every sale of a tour package 
made in this manner, our firm will receive a payment equal to 10% of the tour package’s 
selling price. The projections provided by GTL suggest that this could be a profitable venture 
for our audit firm.  
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PART B         (11 MARKS) 
You are an audit manager in the technical division of the audit firm, Expert Auditors Inc. You 
specialise in technical advice to clients on corporate governance structures.  
You have received the following information on Telecom Communications Ltd (hereafter 
TCL), a company operating in the telecommunication industry. The company has been very 
successful since its incorporation a few years ago and intend to apply for listing on the JSE 
in due course. 
 
The following information on TCL has been received: 
Board of Directors: 
Mr Mohammed Non-executive Chairman 
Mr Sibeko Chief Executive Officer 
Mr Cloete Financial Director 
Mr Webber Chief Operating Officer 
Mrs Sibeko Non-executive Director – wife of Mr Sibeko 
Mr Malan Managing Director of TCL ‘s British subsidiary 
 
Board Related Matters: 
 Mr Mohammed holds two other directorships in JSE-listed companies and have 
interests in numerous outside business. 
 Board meetings are held twice a year 
 A board committee has been delegated the responsibility of making all strategic 
operating and financing decisions. This committee meets once a month. The 
committee consist of: 
o Mr Sibeko 
o Mr Cloete 
o Mr Webber 
Remuneration Committee: 
 The members of the remuneration committee consist of: 
o Mr Mohammed 
o Mr Sibeko 
o Mr Cloete 
o Mrs sibeko 
 Mr Sibeko is the chairman of the committee 
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QUESTION 2 
 
TO BE ANSWERED IN A SEPARATE ANSWER BOOK  
 
PART A 
 
 
 
YOU ARE REQUIRED TO: 
 
 
MARKS 
 
(a) 
 
 
With reference to work paper BB 1200, discuss what authority and 
conditions must be met so that each of the resolutions can be legally 
executed in term of the Company Act.    
(You are not required to provide the detail requirements of directors’ 
and shareholders’ resolutions and meetings). 
 
(27) 
 
(b) 
 
With reference to work paper DD 1300, identify the weaknesses in the 
purchase and payment system and make recommendations for each 
weaknesses identified.  
Prepare your answer in tabular format under the following headings: 
 Ordering of goods 
 Receipt of goods 
 Recording of purchase and creditors 
 
Note: Do not concern yourself with controls over the preparation of the 
budgets 
 
(26) 
 
(c) 
 
 
With reference to work paper ZZ 1500, discuss Global Travel Ltd’s 
proposals in terms of the SAICA Code of Professional Conduct. 
 
(9) 
 
PART B 
 
 
 
YOU ARE REQUIRED TO: 
 
 
MARKS 
 
(a) 
 
 
Discuss whether Telecom Communications Ltd would be able to 
include a statement in its annual report indicating full compliance with 
the King Code of Governance for South Africa (King III), based solely 
on the information provided. 
 
(11) 
 
Communication skills – Clarity of expression 
Communication skills – Structure and layout 
 
 
(1) 
(1) 
 
 
TOTAL MARKS: QUESTION 2 
 
 
(75) 
 
Interpretation & Precision Marks 
 
 
(5) 
 
TOTAL MARKS FOR ASSESSMENT 
 
(150) 
 
